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On Aug. 25 in Acapulco, Eugene Atkinson, president of Goldman Sachs International, told reporters
that foreign markets will not be able to absorb large quantities of Mexican stocks in the short
and medium terms. He predicted that the general retrenchment of foreign capital in Mexico will
continue for at least 24 months. Goldman Sachs has acted as primary agent for most Mexican
company stock on foreign markets. On Aug. 28, the Associated Press reported that Mexican
companies attempting to sell stock on US markets would have difficulties until the US Congress
decides the fate of the North American Free Trade Agreement (NAFTA). Of the US$9.9 billion in
direct foreign investment that flooded Mexico last year, nearly a third came through American
Depository Receipts or ADRs, the most common way for US investors to buy stocks of foreign
companies. ADRs represent foreign stocks but are denominated in dollars, and can be purchased
through any broker. Some trade on the three leading US equities markets New York, Nasdaq and
American. The price of an ADR moves with the stock price and with the exchange rate. ADRs
pay the same dividends as home-market shareholders receive and meet the same regulatory
requirements as US stocks. For Mexican companies, ADRs are a way to raise capital and to increase
name recognition in the US. Forty-three Mexican companies list ADRs in the US, up from three
in 1988. Among the most popular issues have been Telefonos de Mexico (TELMEX), and Vitro SA,
a consortium of glassware, bottle, metal furniture and luggage manufacturers. According to the
Mexican government's international news service Notimex, the value of Mexican ADRs totaled US
$14.15 billion at year-end 1991. Salomon Brothers Inc. economist John Purcell said uncertainties over
the fate of the free trade agreement and the outcome of the US presidential election could mean
volatility among ADRs for months to come. According to Purcell, "The performance of ADRs is
all a question of outlook for Mexico. The Mexican market has learned that it's not meaningful if a
president facing uncertain reelection chances signs off on NAFTA." The appeal of Mexican ADRs
has stemmed largely from the performance of Mexican stock prices, which more than doubled
last year. By contrast, the value of stocks in the Dow Jones industrial rose by 20.3%. This year, the
Mexican Stock Exchange (BMV) index went from the 1,430 level in January to a high of 1,907.38
June 1. As of this past week, the index was back down to the 1,439 level. (Sources: La Jornada, El
Financiero, 08/26/92; Associated Press, 08/28/92)
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